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SUBJECT: Al low Cash Bond Paynents & Preserve Taxpayers’ Right To Rai se New G ounds

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY .

DEPARTMENT POSITION CHANGED TO

REMAINDER OF PREVIOUS ANALY SISOF BILL ASINTRODUCED/AMENDED STILL APPLIES.
X OTHER - See comments below.

SUMVARY OF BILL

This bill would all ow taxpayers to make a deposit in the nature of a “cash bond”
to stop the running of interest and still preserve the taxpayer’s right to raise
new grounds disputing the validity of an assessnent.

SUMVARY OF AMENDMENT

The May 28, 1999, anendnents deleted the provisions relating to an enpl oynent and
training tax credit and deleted the provision nmaking the bill a tax |evy.

Except for the Effective Date, the discussion of the cash bond provision in the
department’s analysis of the bill as amended April 5, 1999, still applies. A new
Effective Date is provided. |In addition, the Inplenmentation and Techni ca

Consi derations, Fiscal Inpact and Board Position are reiterated bel ow

EFFECTI VE DATE

This bill would becone effective January 1, 2000, and would apply to paynents
made on or after that date.

| MPLEMENTATI ON CONSI DERATI ONS

This provision essentially would codify current practice. Under current
practice, taxpayers can make voluntary paynents to stop the running of interest,
and they can raise new i ssues before the Board of Equalization

TECHNI CAL CONSI DERATI ONS

This bill would raise the follow ng technical considerations. Departnent staff
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is available to assist the author with any necessary anendnents.

1.

It is unclear whether this bill would allow the taxpayer to post a cash bond
for an amount | ess than the full deficiency anbunt. [|f the purpose of the
bill is to give taxpayers the right to raise new issues, it is unclear

whet her the bond is necessary.

. This bill would require the departnment to promul gate rul es and regul ati ons

to adopt provisions of federal Revenue Procedure 84-58 (1984-2 C. B. 501).
Revenue Procedure 84-58 contains rules and procedures relating to itens
ot her than paynents in the formof cash bonds to stop the accrual of
interest. It is unclear whether this bill would require the adoption of
rules relating to the other issues in Revenue Procedure 84-58.

FI SCAL | MPACT

Depart nental Costs

This bill would not significantly inpact the departnent’s costs.

Tax Revenue Esti mate

This bill would not result in significant revenue change overall. It is
projected that the anmount of interest not received in any given year from
t he posting of cash bonds woul d approxi mately equal the savings in interest
paynments by the departnment in cases where taxpayers ultimtely prevail.

BOARD PCSI TI ON

Pendi ng.

At its March 23, 1999, neeting the Franchi se Tax Board voted 2-0 to take a
neutral position on the cash bond provision of this bill as introduced Decenber
7, 1998. The Board has not had an opportunity to review the anendnents to the
cash bond provi si on.



